
STATE OF IOWA

DEPARTMENT OF COMMERCE

UTILITIES BOARD

IN RE:

NATURAL GAS MARKETER
CERTIFICATION

         DOCKET NO. RMU-00-7

ORDER COMMENCING RULE MAKING

(Issued June 21, 2000)

Pursuant to the authority of Iowa Code §§ 476.1, 476.2, and 17A.4 (1999) and

476.87 (1999 Supp.), the Utilities Board proposes to adopt the rules attached hereto

and incorporated by reference in this order.  These rules amend 199 IAC 19.13(6)

and 199 IAC 19.14.  The reasons for proposing these rules are set forth in the

attached notice of intended action.

IT IS THEREFORE ORDERED:

1. A rule making proceeding, identified as Docket No. RMU-00-7, is

commenced for the purpose of receiving comments on the proposed rules in the

notice attached hereto and incorporated by reference in this order.
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2. The Executive Secretary is directed to submit for publication in the Iowa

Administrative Bulletin a notice in the form attached to and incorporated by reference

in this order.

UTILITIES BOARD

 /s/ Allan T. Thoms                                   

 /s/ Susan J. Frye                                    
ATTEST:

 /s/ Raymond K. Vawter, Jr.                   /s/ Diane Munns                                      
Executive Secretary

Dated at Des Moines, Iowa, this 21st day of June, 2000.



UTILITIES DIVISION [199]

Notice of Intended Action

Pursuant to Iowa Code sections 17A.4, 476.1 and 476.2 (1999) and 476.87

(1999 Supp.), the Utilities Board (Board) gives notice that on June 21, 2000, the

Board issued an order in Docket No. RMU-00-7, In re:  Natural Gas Marketer

Certification, "Order Commencing Rule Making" to consider amendments to 199 IAC

2.2, 19.13(6), and 19.14.

In 1999 the Legislature adopted Iowa Code section 476.86, which authorized the

Board to certify natural gas marketers in Iowa.  This legislation directed the Board to

adopt rules establishing the criteria for certification of competitive natural gas

providers and aggregators.

In the March 3, 2000, "Order Terminating Small Volume Gas Dockets And

Discussing Tariff Filing Requirements," Docket No. NOI-98-3, the Board decided to

pursue the tariff approach for implementation of small volume gas transportation.

The March 2000, "Report Of The Board Into Small Volume Gas Transportation" in

Docket No. NOI-98-3 discussed minimal "transition-like" marketer certification rules

under the tariff approach.  The proposed amendments are consistent with that

discussion.

The proposed 199 IAC 19.14 sets forth different standards for small and large

volume customers.  Natural gas marketers have been serving large volume
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customers for many years.  Marketers proposing to serve small volume customers

will be required to provide significantly more information than those marketers

serving only large volume customers.  Because small volume customers do not

have the resources to research and evaluate a marketer’s operational ability and

business practices, or the bargaining position or sophistication to demand certain

rights, the Board believes it is appropriate to include more protections for small

volume customers in this proposal.

The amendments provide that any competitive natural gas provider (CNGP)

providing service to an Iowa retail end user after the effective date of the rule must

have a certificate in order to provide service to Iowa retail end users.  The rule

allows a CNGP which has provided service prior to the effective date of the rule to

continue to provide service by filing for a certificate by February 1, 2001.  A CNGP

is a person who takes title to natural gas and sells it for consumption by a retail end

user in the state of Iowa.  CNGP includes an affiliate of an Iowa public utility and an

aggregator as defined in Iowa Code section 476.86 (1999 Supp.).  CNGP excludes

a public utility which is subject to rate regulation under Iowa Code chapter 476 and

a municipally-owned utility which provides natural gas service within its

incorporated area or within the municipal natural gas competitive service area, as

defined in Iowa Code section 437A.3(20)"a"(1) (1999 Supp.), in which the

municipally-owned utility is located.

Under the proposed amendments, the Board will act on a certification application

within 90 days unless it determines an additional 60 days is necessary.  Applications
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will be considered complete and the 90-day period will commence when all required

items are submitted.  Applicants will be notified of deficiencies and given 30 days to

complete the applications.

In addition, the Board proposes to amend 199 IAC 19.13(6) concerning the

written notice of risk pertaining to transportation users.  The amendments limit that

concept to the current existing large volume customers.

Pursuant to Iowa Code sections 17A.4(1)"a" and "b," any interested person

may file a written statement of position pertaining to the proposed amendments.

The statement must be filed on or before July 18, 2000, by filing an original and ten

copies in a form substantially complying with 199 IAC 2.2(2).  All written statements

should clearly state the author's name and address and should make specific

reference to this docket.  All communications should be directed to the Executive

Secretary, Iowa Utilities Board, 350 Maple Street, Des Moines, Iowa 50319-0069.

A public hearing to receive comments on the proposed amendments will be held

at 10 a.m. on August 23, 2000, in the Board's hearing room at the address listed

above.  Pursuant to 199 IAC 3.7(17A,474), all interested persons may participate in

this proceeding.  Persons with disabilities requiring assistive services or devices to

observe or participate should contact the Utilities Board at (515) 281-5256 in

advance of the scheduled date to request that appropriate arrangements be made.

These amendments are intended to implement Iowa Code chapters 17A and

476.

The following amendments are proposed.
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________________________________________________

Item 1.  Amend rule 199-2.2 by adding new subrule 2.2(17) as follows:

199 IAC 2.2(17)  Application for Certification of Competitive Natural Gas

Providers.

STATE OF IOWA

BEFORE THE IOWA UTILITIES BOARD

_____________________________________________________________

IN RE:  DOCKET NO._______________
(insert applicant name) (completed by board)

APPLICATION FOR
CERTIFICATION OF
COMPETITIVE NATURAL GAS
PROVIDER OR AGGREGATOR

_____________________________________________________________

Contents of application

1. The legal name and all trade names under which the applicant will operate, a

description of the business structure of the applicant, evidence of authority to do

business in Iowa, and the applicant’s state of organization.

2. The names, business addresses and business telephone numbers of the

principal officers of the applicant who can be contacted regarding its operations in

Iowa and a telephone number(s) at which the CNGP can be contacted 24 hours a

day.

3. Identification of affiliates that are certified under this section and a listing of

the names and addresses of all the applicant’s affiliates engaged in the provision of

competitive natural gas services in any other state.
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4. A listing of all legal actions and formal complaints pertaining to the provision

of competitive natural gas services in the United States filed against the applicant or

its affiliates at a public utility regulatory body other than the board that were pending

in the twelve months prior to the date of the request for certificate, including

identification of the title and number of applicable proceedings and a copy of the

final orders in such proceedings or the citation to the website where the text of the

orders can be found.

5. Identification of the states in which the applicant or an affiliate has had a

license or certificate to supply energy services suspended, revoked, or denied,

including identification of the title and number of any applicable proceedings and a

copy of any final orders in such proceedings or the citation to the website where the

text of the orders can be found.

6. Applicants who will be serving small volume customers must provide a

demonstration that the applicant has the operational and financial capability to

obtain and deliver the services it proposes to offer.  At a minimum, applicants are

required to submit financial statements.  The applicant must submit a balance sheet,

statement of income, statement of cash flow, and, if applicable, a statement of

shareholders’ equity and the applicant’s debt structure, including bond rating.  As a

demonstration of the applicant’s operational ability, the applicant must submit a

roster of officers and directors, a description of the professional backgrounds of

applicant’s principal managerial and technical personnel, an operational flow chart,

and a description of applicant’s facilities and the services it intends to render.
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7. A commitment to comply with all the applicable conditions of certification

contained in 199 IAC 19.14(5) and 19.14(6).  Acknowledgement that failure to

comply with all the applicable conditions of certification may result in the revocation

of the CNGPs' certificate.

Item 2.  Amend subrule 19.13(6) as follows:

19.13(6)  Written notice of risks.  The utility must notify its large volume users

customers as defined in IAC 199.19 14(1) contracting for transportation service in

writing that unless the customer buys system supply reserve from the utility, the

utility is not obligated to supply gas to the customer.  The notice must also advise

the large volume user customer of the nature of any identifiable penalties, any

administrative or reconnection costs associated with purchasing available firm or

interruptible gas, and how any available gas would be priced by the utility.  The

notice may be provided through a contract provision or separate written instrument.

The large volume users customer must acknowledge in writing that it has been

made aware of the risks and accepts the risks.

Item 2.  Adopt rule 199-19.14 as follows and renumber rules 19.14 and 19.15 as

19.15 and 19.16:

19.14 (476) Certification of Competitive Natural Gas Providers and
Aggregators

19.14(1)  Definitions.  The following words and terms, when used in these rules

shall have the meaning indicated below:

“Competitive natural gas provider” or CNGP is a person who takes title to natural

gas and sells it for consumption by a retail end user in the state of Iowa.  CNGP
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includes an affiliate of an Iowa public utility.  CNGP includes aggregator as defined

in Iowa Code section 476.86.  CNGP excludes the following:

a. A public utility which is subject to rate regulation under Iowa Code Chapter

476.

b. A municipally-owned utility which provides natural gas service within its

incorporated area or within the municipal natural gas competitive service area, as

defined in Iowa Code section 437A.3(20)“a”(1), in which the municipally-owned utility

is located.

"Competitive natural gas services“ is natural gas sold at retail in this state

excluding natural gas sold by a public utility or a municipally-owned utility as

provided in the definition of CNGP in 19.14(1).

“Large volume user” is any end user whose usage exceeds 25,000 therms in any

month or 100,000 therms in any consecutive 12-month period.

“Small volume user” is any end user whose usage does not exceed 25,000

therms in any month and does not exceed 100,000 therms in any consecutive

12-month period.

19.14(2)  General requirement to obtain certificate.  A CNGP shall not provide

service to an Iowa retail end user without a certificate approved by the Utilities

Board pursuant to Iowa Code section 476.86.  An exception to this requirement is a

CGNP which has provided service to retail customers before the effective date of

this rule. A CGNP subject to this exception shall file for a certificate under the
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provisions of this rule on or before February 1, 2001, to continue providing service

pending the approval of the certificate.

19.14(3)  Filing requirements and application process.  Applications shall be

made in the format and contain all of the information contained in 199 IAC 2.2(17).

Applications must be filed with the Executive Secretary of the Iowa Utilities Board at

350 Maple Street, Des Moines, Iowa  50319.  An original and ten copies must be

filed.  An application fee of $125 must be included with the application to cover the

administrative costs of accepting and processing a filing.  In addition, each applicant

will be billed an hourly rate for actual time spent by board staff reviewing the

application.

Applicant shall notify the board during the pendency of the certification request of

any material change in the representations and commitments required by this

section within 14 days of such change.  Any new legal actions or formal complaints

as identified in 199 IAC 2.2(17)"4" are considered material changes in the request.

Once certified, CNGPs shall notify the board of any material change in the

representations and commitments required for certification within 14 days of such

change.

19.14(4)  Deficiencies and board determination.  The board will act on a

certification application within 90 days unless it determines an additional 60 days is

necessary.  Applications will be considered complete and the 90 day period will

commence when all required items are submitted.  Applicants will be notified of

deficiencies and given 30 days to complete applications.
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19.14(5)  Conditions of Certification.  As a condition for maintaining certification

and the right to provide competitive natural gas services in Iowa, unless the board

makes other provision by order, all CNGPs shall be subject to the following

conditions:

1.  Unauthorized charges.  A CNGP shall not charge or attempt to collect any

charges from end users for any competitive natural gas services or natural gas

equipment not contracted for or otherwise agreed to by the end user.

2.  Notification of emergencies.  Upon receipt of information from an end user of

the existence of an emergency situation with respect to delivery service, a CNGP

shall immediately contact the appropriate public utility whose facilities may be

involved.  The CNGP shall also provide the end user with the emergency telephone

number of the public utility.

3.  Reports to the board.  Each CNGP shall file a report with the Iowa utilities

board on April first of each year for the 12-month period ending December 31st of

the previous year.  This information may be filed with a request for confidentiality,

pursuant to 199 IAC 1.9(22).  For each utility distribution system, the report shall

contain the following information for its Iowa operations:

a.  The average number of small volume end users served per month.

b.  The average number of large volume end users served per month.

c.  The total volume of sales to small volume end users, by month.

d.  The total volume of sales to large volume end users, by month.
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e. The revenue collected from small volume end users for competitive

natural gas services excluding any revenue collected from end users on

behalf of utilities.

f. The revenue collected from small volume end users for competitive

natural gas services excluding any revenue collected from end users on

behalf of utilities.

g. The date when the applicant began providing service in Iowa.

19.14(6) Additional conditions applicable to CNGPs providing service to small

volume users.  All CNGPs providing service to small volume natural gas end users

shall be subject to the following conditions in addition to those listed under

subsection 19.14(5).

1. Customer deposits.  Compliance with the following provisions of 199 IAC 19:

 Customer deposits – 199 IAC 19(2)

 Interest on customer deposits – 199 IAC 19.4(3)

 Customer deposit records – 199 IAC 19.4(4)

 Customer’s receipt for a deposit – 199 IAC 19.4(5)

 Deposit refund – 199 IAC 19.4(6)

 Unclaimed deposits – 199 IAC 19.4(7)

2. Bills to end users.  A CNGP shall include on end user bills all of the following:

a.  The period of time for which the billing is applicable.

b.  The amount owed for current service, including an itemization of all charges.

c.  Any past due amount owed.



11

d.  The last date for timely payment.

e.  The amount of penalty for any late payment.

f.  The location for or method of remitting payment.

g.  A toll-free telephone number for the end user to contact for information and to

make complaints regarding the CNGP.

h.  A toll-free telephone number for the end user to contact the CNGP in the

event of an emergency.

i.  A toll-free telephone number for the end user to notify the public utility of an

emergency regarding delivery service.

j.  Information regarding regulated rates, charges, refunds, and services as

required by the board.

3.  Disclosure.  Each prospective end user must receive in writing, prior to

initiation of service, all terms and conditions of service and all rights and

responsibilities of the end user associated with the offered service.

4.  Notice of service termination.  Notice must be provided to the end user and

the local distribution company at least 12 calendar days prior to service termination.

CNGPs are prohibited from physically disconnecting the end user or threatening

disconnection for any reason.

5.  Transfer of Accounts.  CNGPs are prohibited from transferring the account of

any end user to another supplier except with the consent of the end user.  This

provision does not preclude a CNGP from transferring all or a portion of its accounts
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pursuant to a sale or transfer of all or a substantial portion of a CNGP’s  business in

Iowa, provided that the transfer satisfies all of the following conditions:

a.  The transferee will serve the affected end users through a certified CNGP;

b.  The transferee will honor the transferor’s contracts with the affected end

users;

c.  The transferor provides written notice of the transfer to each affected end

user prior to the transfer; and

d.  Any affected end user is given 30 days to change to a competing CNGP

without penalty.

6. Bond requirement.  The board may require the applicant to file a bond or

other demonstration of its financial capability to satisfy claims and expenses that

can reasonably be anticipated to occur as part of operations under its certificate,

including the failure to honor contractual commitments.  The adequacy of the bond

or demonstration shall be determined by the board and reviewed by the board from

time to time.  In determining the adequacy of the bond or demonstration, the board

shall consider the extent of the services to be offered, the size of the provider, and

the size of the load to be served, with the objective of ensuring that the board's

financial requirements do not create unreasonable barriers to market entry.

7. Replacement cost for supply failure.  If a CNGP fails to deliver at least ninety

percent of the natural gas required for its end users for a 24 hour period, the public

utility will procure natural gas on the open market to serve those end users.  The

CNGP will pay the utility three times the actual replacement cost for the natural gas.
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 Replacement cost revenue will be credited to the public utility’s system Purchase

Gas Adjustment.

June 21, 2000

 /s/ Allan T. Thoms                           
Allan T. Thoms
Chairperson
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